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Abstract




Encouraging public procurers to purchase from small firms is an enduring theme in academic and policy circles (Loader 2005, 2011; Pickernell et al  2011) and one which shows little sign of abating, particularly in the context of ‘under-represented’ groups’ (that is businesses run by women, ethnic minorities and social entrepreneurs). Since public sector procurement is often seen as an important policy lever to secure wider societal objectives relating to social and economic inclusion (Smallbone et al. 2009), the focus on the efficacy of public sector procurement has inevitably lead to a preoccupation with the constraints and barriers that either both or one set of organisations face (e.g. GHK 2010; Flynn and Davis 2016; Flynn, McKevitt, and Davis 2015; Karjalainen and Kemppainen 2008; Loader 2005, 2011; Pickernell et al 2011; Preuss 2011; Smallbone et al. 2009;Uyarra et al 2014) or with the ways in which such constraints could be addressed (e.g. Gershon Review 2004; Murray 2009). Whilst such studies provide an insight into the practice-policy interface, they tend to be less grounded in theories which would help to explain why smaller firms often find supplying public sector organisations challenging.  A few exceptions to this approach were the recent works by Tammi et al (2016) and Flynn and his colleagues (2015, 2016a, 2016b). Tammi, Reijonen, and Saastamoinen (2016) showed that strategic orientation, namely entrepreneurial and market-orientation, of the small and medium-sized enterprises affect their targeting of different tier of the public sector market and its impact on their performance.   Flynn and Davis (2016b) used an institutional perspective to examine the extent to which the public sector buyers comply with the policy measures aimed at encouraging small and medium enterprises engagement in the public sector market. This paper extends such initiatives by introducing conceptually grounded explanation of the factors which enable and/or constrain the SMEs ability and willingness to engage in the public sector market. 
This paper develops a theoretically-informed explanation of the factors that influence the decision by traditionally under-represented small businesses on whether to engage in public procurement. We eschew narrow functionalist concerns with barriers and constraints and draw instead on the theoretical resources provided by more institutionalist perspectives that connect behaviour in small firms with the range of contexts in which they are embedded. In particular, we apply and develop Edwards et al.’s (2006) model of small firm behaviour in our case studies of under-represented firms whose owners aspire to supply public sector bodies. The Edwards et al. (2006) framework is a development of Edwards and Ram’s (2006)  study of low value added (LVA) small firms which identified the labour market, product market and family and kin resources as three structural contexts whose interrelations shape small firm dynamics. Importantly for present purposes, the LVA businesses on which the framework is based are similar to the ‘under-represented firms’ that we investigate in the present study. Edwards et al (2006) developed this approach by adding strategic choice, rules and routines and management style as further variables to explain small firm behaviour in a range of contexts. Their work has also informed a number of recent studies of supply chain relationships (Ram et al. 2011; Woldesenbet et al. 2012), but has yet to be applied in a systematic way to the way in which small firms supply public sector institutions. Hence this paper addresses the neglected issue of how the interplay between key contextual factors - namely firm resources, the product market and institutional environment - shape small firms’ decisions on whether to engage or not engage in the public sector market. 
The context for the study is a business support initiative in Leicester, UK (between 2010-2013), that aimed to encourage local SMEs, particularly under-represented businesses, to tender for public sector contracts by providing themed, customised, business support and to emphasise the need for change in public procurement culture by streamlining and simplifying the tendering process and the buying practices of public sector organisations. We focus on one major strand of this initiative - the perspectives of aspiring suppliers - in order to examine the interplay between the contextual factors and the strategic choice of participant organisations.  
The findings show how the complex interplay of the institutional environment, the public sector procurement and firm resource contexts help to shape the strategic choice of under-represented firms on whether to engage or not with the public sector market.   We identify four groups of under-represented businesses with differentiated levels of knowledge, attitude and capacity; they range from those unwilling and unable to seek supply opportunities to those willing and able to engage. At the organisational level, the study findings show that the extent to which the contextual factors interplay in shaping smaller firms’ strategic choices varies across organisations depending on the idiosyncratic nature of the given firm. Further, the perceived trade-off associated with tendering for public sector contracts was more likely to reinforce some firms’ timid or ambivalent attitude to engagement than product market conditions.
The paper contributes to existing literatures in a number ways. First, conceptually we contribute to the development of the Edwards et al (2006) framework and the dynamic capability perspective (Woldesenbet et al 2012) by showing not only a subtle interplay of firm resources, the market and institutional contexts in shaping small firms’ supply decisions, but also that these factors do not have an equal level of influence across firms. By classifying firms empirically, we were able to identify the discriminating attributes of four groups of firms along the structural constraints of institutional, market and firm contexts. Second, the study findings show how each small firm’s strategic choice for engagement or non-engagement in a particular product market appears to be a function of the subtle interplay between managerial agency and a variety of structural variables. In particular, it reveals the significance of a positive and proactive attitude by owners to take a calculated trade-off when tendering for public sector contracts (Edwards et al 2006). Third, in terms of policy, the study results show the importance of putting in place customised, tailored, business support for smaller firms as this appeared influential in changing the mind-set of smaller suppliers positively towards engagement with the public sector. 
The paper is organised as follows. First, we review the Edwards et al. (2006) framework in the context of debates on public sector procurement. This is followed by presenting the research method used and, the results and analysis of the study. The final section presents conclusion and implications of the study. 


Developing a theoretical framework
To gain an initial insight into the factors which could influence small firm decisions on whether to seek opportunities in public sector markets, we began by examining the contribution of Kloosterman and colleagues (1999; 2002; 2010) on the concept of ‘mixed embeddedness’. In essence, Kloosterman et al’s studies of ethnic minority small businesses showed that entrepreneurial choices were not simply shaped by the social embeddedness of firms in ethnic markets, but were also subject to influences emanating from the political-economic environment of the market and the legal structure which regulates it (Jones et al 2014). In putting forward this notion of mixed embeddedness, the authors were pointing to the need to look beyond the actors themselves (the supply side) and to take account of the set of potentially exploitable opportunities available to them (the demand side) and the broader macro-environmental forces which influence what they called the ‘opportunity structure’. Both the available opportunities and their accessibility to ethnic entrepreneurs could, of course, vary over space and/or time.
Kloosterman et al’s emphasis on linking demand and supply through consideration of the opportunity structure within which organisational choices are made, is particularly relevant to the decision by small firms on whether to seek to become suppliers to public sector organisations. Hence we turned our attention to developing this as a core idea. From the outset we aimed to adopt a framework which recognised (1) the importance of the context in which firms would be operating (2) potential differences in their capabilities and in the strategic responses of the organisation’s key decision-makers. We found such a framework in a study by Edwards and his fellow researchers (2006) on working relationships in small firms. Drawing on the insights offered by this research, we identified four factors which seemed to us to be important in explaining the attitudes and responses of under-represented smaller businesses to market engagement. As indicated above, these were the firm’s resources, the market context, the broader institutional environment and the strategic choices of entrepreneurs (see figure 1 below). In focusing our attention on these particular variables, our guiding criterion was that of relevance to our central research question and thus we paid close attention to the findings of prior research within the subject domain (see below).

                             [Figure 1 about here]

Apart from helping to highlight the interplay between the structural factors under consideration, our theoretical framework allows scope for entrepreneurial agency. Thus while we believe that managerial decisions and external influences are likely to be inter-related, like Edwards et al (2006) we do not see this in a deterministic way. As well as acknowledging how the interrelationship between the structural variables can shape small firm behaviour, our framework allows for a firm’s actions to be guided by the idiosyncratic choices of its owners, including their ability to make sense of the business opportunities available to them and their perceptions of the trade-offs involved in seeking to become a supplier to public sector bodies.
To develop our theoretical framework further, we now turn to more detailed consideration of our four key variables, drawing on evidence from the growing literature in the field of public procurement.
The market context
Public procurement is a multi-billion pound business, with the sector purchasing a wide range of products from low-value to high value-added goods and services. For example, in 2013/14 the UK public sector spent £242 billion on procuring works, supplies and services, indicating the potential for small firms to become suppliers to public sector organisations depending on their product/service portfolio and supply capacity. It is worth noting that apart from meeting the needs of public sector bodies, legislation and policies relating to public procurement emphasise its strategic importance for achieving economic, social and equity objectives (Erridge 2005; Kashap 2004; Qiao et al 2009) including supporting local suppliers, assisting minority and women–owned businesses and contributing to environmental protection (Thai 2004).   The paper makes analytical distinction between the public sector market and the institutional environment to aid our discussion of the peculiar characteristics of this market though we recognise that it operates according to rules, policies and norm emanating from the institutional environment.  For instance, public sector market covers a wide range of settings such local, regional, national and international; and the types and volume of spend on goods and services vary by buying public sector bodies (local and central government, National Health Service and other public bodies) in order to deliver on their statutory roles. 
In terms of market accessibility, it has been suggested that the use of multiple suppliers and smaller orders by public sector purchasers enhances SMEs’ chances of winning business in a highly competitive market place where value for money is a prime consideration (Booth 2015; Caldwell et al. 2007; Linthorst and Telgen 2007; Pickernell et al 2011; Uyarra  et al 2014). Added to this, there is an increasing trend in public sector organisations towards outsourcing some internal services and contracting out the provision of public services externally. It is also recognised that public procurement can be a tool by which governments can assist SMEs (Booth 2015), promoting innovation, local growth or environmental sustainability (Booth 2015; Uyarra et al 2014), and improving the delivery of public services (Loader 2007), as well as promoting diversity. It also provides suppliers with predictable demand and near guaranteed payment. So the existing literature supports the idea that small firms face potentially a viable opportunity structure (public sector market) which is significantly shaped by both the policy and the institutional context (Kloosterman 2010). That said, empirical evidence suggests very limited and disproportionate participation by smaller firms in public sector markets throughout the EU (Bovis 1998), with only a fraction of SMEs seemingly either able and/or willing to sell to the public sector (GHK 2010; Smith and Hobbs 2001; SBS Survey 2006). This raises a number of questions regarding public sector market accessibility and small firms’ resource base. Below we discuss both these issues in turn.  
The institutional context
Understanding whether the public sector market is accessible or not requires a thorough knowledge about the context in which such markets operate. It is widely agreed that public sector procurement differs from its private sector counterpart in that it is based on legislation, policy and process, for reasons of transparency and accountability (Murray 2009). Many of the institutional edicts in the form of regulations and policies are designed to benefit SMEs. For instance, the new EC Procurement Directives (the Public Contacts Directive 2014, The Concessions Contracts Directive 2014, and the Utilities Directive 2014) are designed to simplify the tendering process and ensure that qualification criteria are proportionate to the value of the contract. The 2014 Public Procurement Directives stipulate that ‘contracting authorities will be able to reserve the award of certain services contracts to social enterprises for a time-limited period’ and that they are ‘encouraged to break contracts into lots to facilitate SME participation (Crown Commercial Service, 2016). SME-friendly procurement policies in the UK, the EU and elsewhere are also intended to have more small firms acting as public sector suppliers.   This can be seen by the UK coalition government achieving its set target for central government to procure of 25% of goods and services by value from SMEs in 2013/14 (Booth, 2015). Despite such an achievement, still the rate of participation of the SMEs in public procurement remains under-represented in the UK and across the EU showing the policy-implementation divide (example, Flynn and Davis 2016; GHK  2010).
The public procurement serves a broad range of stakeholders with competing goals (economic, managerial, and social) which directly or indirectly influence the kinds of supply opportunity available to smaller suppliers. Harland, Gibbs and Sutton (2000) argue that public sector procurement is defined by  the nature of the public service being provided; factors relating  to the recipients of the service; the nature of the supply market; the extent of availability of private sector alternatives; the nature of accountability and regulation. Public procurement processes and practices are characterised by a high level of formalisation designed to enhance public accountability and transparency.  Moreover, the acclaimed public sector ‘best’ buying practices such as bundling of contracts, collaborative purchasing and single sourcing, manifestly create entry barriers for many smaller firms who are unable to tender for large size contracts, some of which may last for many years into the future (Bovis 1998; Clark and Moutray 2004; GHK 2010; Loader 2007; Murray 2009; Walker and Preuss 2008).  When combined with the tendering process which is considered to be very rigorous and resource consuming, these conditions, we argue, give rise to a highly institutionalised public procurement system. Consequently small suppliers’ access to such markets is likely to prove very limited owing to the nature of the market context, the market dynamics in terms of number of participants and distribution of market power among suppliers and buyers, and the resource requirements for operating in such markets (Edwards et al 2006; Engelen 2001, Ram et al 2011; Woldesenbet et al 2012).  

The Firm Context: Resources and Strategic Choice 
Available evidence suggests that for many smaller businesses becoming a supplier to a large purchasing organisation (LPO) can prove particularly challenging, not least because of its potential impact on work practices and processes (Ram et al 2011; Boxall and Purcell 2003).   These studies term such challenges as the ‘table stakes’ required to operate in a given commercial environment. Having appropriate kinds of resources and capabilities, including knowledge about the product market, types of goods being sought and how they are traded are thus deemed essential requirements for operating as a supplier to LPOs (Woldesenbet et al 2012). Such knowledge, we believe, will tend to be crucially more important in the case of public procurement where the market is diverse, its operative mechanism complex, bureaucratic and rule-bound and with its emphasis on serving multiple stakeholder needs than in other product market contexts (Loader 2013; Uyarra et al 2014; Glover 2008; Cabras 2011).  Recent studies showed that SMEs’ entrepreneurial orientation and market orientation, other things remain the same, will improve their involvement in public procurement (Reijonen et al. 2016; Tammi et al. 2014). In addition, SMEs’ tendering capabilities (Flynn and Davis 2016) and positive attitude towards training  are shown to enhance their participation in public procurement




The context of our study of small firm engagement in the public procurement process was a business support initiative known as Supply to the Public Sector (S2P) established by Leicester City Council and funded by the European Regional Development Fund. The project which ran from 2010-2013 aimed at encouraging active involvement of local SMEs - in particular under-represented small firms - in supplying local authorities and other public sector organisations and involved a research team, project management team from the City Council, and a group of consultants contracted to deliver business support. The business support users were both the local SMEs and the public sector organisations.  In the initial phase, the research team had a number of discussions with project partners to identify the real and perceived barriers smaller suppliers face and the viable interventions required. This process helped us to ground the research problem in reference primarily to three central issues:  first, whether and to what extent local SMEs have knowledge of, and experience in supplying the public sector; second, to find out why some of them were able to engage in the public sector markets but not others; third, to identify areas of support to encourage these local small suppliers to seek supply opportunities.  Following a market failure view, we speculated that the local SMEs were less aware of the benefits to be had in participating in public sector market and working with project team and consultants we identified themed workshops to address the information gap. The supplier development initiative thus focused on developing local SMEs’ awareness of the public sector market opportunities and to encourage them to supply the public sector organisations be they, local, regional or central.  To achieve these aims, themed workshops were organised by consultants (with project team and researchers’ input) on topics such competitive tendering, writing a winning bid, public sector procurement, opportunities and requirements. In addition, the project offered one to one, customised, business support of up to 20 hours long to interested small businesses and social enterprises on areas such as organisational diagnostic analysis, required organisational policies development to supply the public sector, and on how to use the online procurement platforms for searching and identification of the public sector contracts.

Research strategy, sample selection and cases
To examine the interplay of firm resources, the market context and the institutional environment on the strategic choices of under-represented small firms, we used a multiple case study research strategy (Yin 2009); this was supported by of an engaged scholarship approach aimed at enriching the evidence base by working in collaboration with key stakeholders involved in the project (van de Ven 2007).  SMEs who had the potential to benefit from the initiative were recruited by the consultant groups drawing on the local business database and through the use of various publicity methods and networks. In all, the S2P project attracted over 220 local SMEs and 10 public sector organisations from across the area. 
From the overall business participants, the research team purposively selected 20 smaller businesses based on the principle of maximum variation to examine possible differences in the main dimensions of the framework we adopted; this sampling strategy is a purposive technique ‘‘that documents diverse variations and identiﬁes common patterns’’ (Miles & Huberman 1994, 28) thereby allowing researchers to investigate the impact of diversity on the research question (Patton 2001). Following the insights of Sandelowski (1995, 182) the decision to seek such variation is ‘often made a priori in order to have representative coverage of variables likely to be important in understanding how diverse factors’ interplay in the strategic choices of owners. We sought to examine variations in the attitudes and level of engagement, in the interplay between context and strategic choice and in the impact of the business support provided.   In doing so we were able to describe each case in sufficient detail and identify common patterns across the cases.  The demographic profiles of the sample respondents in our study are indicated in Table 1 below.

[TABLE 1 ABOUT HERE]
Data gathering and analysis
We used a semi-structured interview protocol as our primary research instrument, with two researchers interviewing the 20 owners/directors. The interview covered issues such as the markets they serve, their motivation for entering such markets, their business and personal goals, organisational resources and capabilities, supply relationship with large organisations (both private and public sectors), and interest and experience in supplying public sector organisations. In addition, respondents were asked to describe the internal and external factors which they perceived as enablers and/or constraints to engagement in the public sector market. The interviews lasted on average for 75 minutes and were recorded verbatim and transcribed professionally for analysis.  In addition, two researchers attended (as participant observers) five themed workshops organised by two groups of consultants. The process enabled the researchers to take notes on the types and the contents of the themed workshops, in particular  how the participating small suppliers felt about the tendering process and its requirements and their interest in having more tailored, diagnostic, one-to-one sessions with consultants aimed at clarifying issues of concern. 
We began our analysis of data inductively by first establishing patterns across the organisations in line with our theoretical framework and pattern matching (Yin, 2009). As is typical in inductive research, we began with in-depth analysis of each case from the perspective of our research questions (Eisenhardt 1989; Yin 2009).  We analysed the data by first building individual case study summaries, synthesizing and comparing the interview transcripts and observation notes, and identified themes and patterns for each case independently, in relation to the research question of understanding small businesses differentiated level of engagement in the public sector market. 
We then turned to cross-case analysis in which the insights that emerged from each case were compared in order to identify consistent patterns and themes (Yin 2009).  Major themes and constructs were grouped by patterns of interest to facilitate comparisons. Iteratively, we developed data structure starting with the recurring descriptions to emergent first order-order categories followed by core construct that helped us identify the embeddedness of the small businesses in their context and their strategic choice making.
The first-order codes were derived from identification of the salient exemplifying structural and behavioural patterns described by our respondents Example of first order themes included ‘bureaucratic tendering processes’, ‘diverse’, ‘cut-throat competition’, and ‘ambivalent’ and ‘engaged’. Our analysis of the interviews and material showed four core constructs ‘tightly closed’, ‘highly structured’, ‘resource base’ and ‘differentiated attitude and perceived trade-off’ and these were used for analysis and interpretation. In the process, we strove to elicit the interplay between the firm resources, the public sector market and the institutional environment contexts influence on smaller suppliers’ attitude and strategic choice for tendering. 
 The findings are reported in next section
Findings and analysis
Difficult to break-in  
The interview data analysis showed that the public sector marketplace was perceived to be highly institutionalised.  As Engelen (2001) points out, the result of such a market is that it is difficult to break-in as evidenced by a majority of organisations in our sample. Sixteen of the respondents questioned reported that the public sector market was simply an inaccessible to them as potential suppliers; only four organisations thought that there was a possibility of engaging with the public sector. The main manifestations of this institutionalisation were the complex, bureaucratic tendering/purchasing processes and the very limited participation by the sample firms in this market either as direct suppliers or as sub-contractors. 
Experience of tendering for public procurement opportunities by sample organisations was extremely limited. 11 firms in our sample did not have any previous tendering experience for public sector contracts and more surprisingly a few of them appeared not to be interested in tendering until they felt their tendering and supply capacity had developed to the required levels. Included among the businesses with no tendering experience were four firms in business services (two of them were recent start –ups), two firms each in ICT, manufacturing, and, one each in food and waste management. Of the remaining nine organisations, three reported that they had prior experience of engagement with public sector organisations (all of which social enterprises); five organisations reported that their supply experience was evolving (four businesses and a social enterprise); one was in the process of approaching the public sector as a potential supplier (a business organisation).   Of the second group, two businesses had won low value contracts which did not require them to go through a formal tendering process, with their engagement being through word-of-mouth, networking and reputation.
The second dimension, the public procurement or tendering process, was seen as structurally inhibiting when considering tendering for public sector contracts. During participant observation and interviews, we noted that many participants regarded the public sector procurement process as ‘tortuous’, ‘arduous’, and ‘onerous’. Fifteen interviewees, for example, described the tendering process as very complex and bureaucratic; the tender documents and pre-qualifications questionnaires (PQQs) were deemed to be very complicated and not easy to understand and fill in, and the resource requirements for completing the tendering process were seen as considerable and costly.  For example, the senior manager of a social enterprise emphatically said: 
The difficulties - the questions within the tender were not sufficiently clear, there was too much emphasis placed on policies and procedures and there was not enough emphasis on the clients’ needs. And the language, the language in the tendering is very, very difficult to understand, it's not questions that you know, you can read it once and think, oh, yes, I know what they want.  You have to read it several times..., if you are not very well educated you are going to struggle.
Red-tape, bureaucracy and the faceless nature of tendering in the public sector were reported as some of the perceived barriers small businesses and social enterprises faced. For example, the owner of a knitwear manufacturer reported that ‘There are a lot of rules and regulations and there is no chance for small companies in meeting those’.  Two directors from business services thought that the tendering process was riddled with red-tape that puts off smaller suppliers. As one director of a Technology and Management firm explained:
‘....too much red tape puts a lot of small firms off from applying; the process itself, well it is supposed to do that anyway, but there is certain aspects of the process that discount people’. For example, when you are applying for a contract, one of the things they want to know is company’ health: how long has a company been in existence; how much they earn, what is their customer base; how strong they are financially, etc. All these questions tend to imply that you build that track record over a period of time, so straight away it disadvantages small organisations or young organisations that have no track records 
In summary, it is clear that the above beliefs, perceptions and experiences of the public sector marketplace heightened the perceived trade-off associated with tendering for public sector contracts and provide clear indications of the institutionalised nature of the public procurement process.  Similar findings have been reported, for example, by Loader (2007 2011, and 2013), Fee et al (2002), and Harland et al (2000).
Structure of the market- diverse and competitive
As indicated above the public sector market is very diverse, with procurers buying a wide variety of goods, services, and works and frequently outsourcing some of their internal functions to external providers.   Seen at face value, this dimension - both variety in demand and outsourcing – provides a positive business opportunity for smaller suppliers. As reported in the previous section however, of the 20 businesses interviewed less than half had already managed to engage to some degree with the public sector market. For seven organisations, their current market was limited to private sector customers only including individual consumers, SMEs, and small traders. Hence, the majority of organisations had thus far been unable to seize any potential market opportunities, with lack of awareness and access to relevant information relating to what the public sector buys proving to be important barriers to engagement. 
With regard to the issue of market competition, the received sentiment was that the public sector market is primarily for the ‘big boys’. The fact that many organisations also felt they were under-resourced heightened the feeling that they were unable to compete effectively against much larger businesses in what theoretically is an open market. This interplay between the competitive market dynamics and the firm’s resource context had implications for the perceived trade-offs of competing for public sector contracts. For example, 15 organisations (12 small firms and 3 social enterprises) reported that competition in their market was a serious threat to doing business; for 9 organisations (five social enterprises and four businesses) a reduction in public funding also appears to have been a factor in reducing their capacity to compete within the marketplace. 
Markets in which exchange has a reiterative character tend to be more institutionalised and this can affect the extent to which small suppliers can compete against their larger counterparts (Engelen 2001). The findings show that the public sector’s preference for longer-term contracts with dependable, large suppliers was essentially locking out the chances for new entrants such as smaller firms with no previous track record and/or ability to fulfil the stringent requirements of the buyer. The aggregated demand and collaborative purchasing, if and when exercised, tended to favour open competition and this benefitted larger suppliers to the disadvantage of smaller ones. These findings clearly call into question the value of the highly acclaimed ‘good public sector procurement practices’ (Gershon Review 2004; Loader 2007 2011; Murray 2009) which are supposedly aimed at diversifying the public sector supply base and encouraging local SME participation in this market.  
 Small suppliers’ resources- enabler or constraint?
The data analysis shows several factors to be important aspects of the firm’s resource base: the owner- directors’ knowledge of the public sector market including previous work experience in a public sector organisation, human and social capital (networking) and previous experience of supplying large organisations.  
Eight organisations (four social enterprises and four small firms) whose owners or managers had had either previous work experience in the public sector or who had developed bridging networks had been able to win contracts from various public bodies. Such resources not only gave them a relevant knowledge of the goods and services the public sector buys, but also of the practices and processes involved in the procurement process.  Three young firms for example had been able to win contracts to provide knowledge intensive business services to central government departments and/or local authorities because of either long work experience in the sector or from recommendations via well-established networks, family resources or word of mouth.  Examples include the design firm which reported that it got its first public sector contract via a family connection; the Arts Council due to its reputation and networking; the management and IT consultancy firm which won a local authority contract through established networks. The embeddedness of these small businesses in family and bridging networks alongside their developed human capital enabled them to secure public sector contracts, a finding which concurs with Brass et al (2004), Cooke et al  (2005), Kloosterman (2010), and Woldesenbet et al, (2012). Another recent start-up business service firm owner claimed a high level of confidence in her knowledge of the public sector, including the appropriate language to adopt when dealing with buyers. The social enterprises similarly reported that their thorough local knowledge of the public sector and its needs had enabled them to develop bespoke services to local, disadvantaged, communities which in turn had helped them in getting public sector funding.  The data analysis shows that having knowledge of the public sector market aided these eight organisations in two main ways: first, it helped them to identify the opportunities available; second, to align and integrate the resources and capabilities they possessed thereby helping them to translate an opportunity into a realised business transaction. 
The engagement choice: differentiated attitude and level of discretion 
The case study organisations differed in their attitude to, and level of discretion towards, engagement with the public sector market.  Table 2 below provides evidence which shows that organisations facing similar external structural constraints have a degree of discretion in their strategic choice and in consequence acted differently, a finding which echoes the work of Edwards et al, 2010.  We identified four groups of organisations and labelled them ‘timid’, ‘ambivalent’, ‘aspirant’ and ‘engaged’ along with the key characteristics defining them.  The ‘timid’ small businesses were severely constrained by all the contextual and firm specific factors and hence had neither interest nor confidence in engagement. This category of firms was primarily influenced by attitudinal issues, best explained by the owner-directors’ perceived high trade-offs associated with tendering for public sector contracts. This view was underpinned by features such as the perceived complexity of the tendering process and the stringent requirements to qualify for tendering: proving supply capacity, having a track record and sound financial history, and being able to meet certain requirements for the advertised tenders.  Other constraints included legal red-tape and, in at least one case, the liability of newness. As a result, tendering for the public sector appeared to require considerable resources which carried a substantial opportunity cost for the firms considering engagement. Given the fact that these organisations also had only limited insights into the public sector procurement process and into the availability of supply opportunities, their choice for non-engagement reflected a defensive mind-set or attitudinal problem which led them to reject outright the potential and possibility for engagement. 
The ‘ambivalent’ small businesses not only lacked the required level of resources and track record in trading with larger organisations, but also similarly had little or no real knowledge of public procurement processes and practices or of the type of goods and service traded in this market. Coupled with this limited awareness of public sector market opportunities, they were also concerned about making ‘wrong’ decisions which might ruin their business reputation if they supplied to this sector.  An Interior Design firm for example, whilst priding itself with offering excellent flexibility, bespoke, fast services and value for money, had no supply relations with public sector organisations even though the director was well aware of the benefits to be had from such a relationship.  This firm faced three difficulties: first, the director lacked sufficient knowledge of the public sector market - how it buys and the requirements; second, he was ambivalent about the firm’s ability to supply in large quantities; third, he perceived the existence of undue requirements in the process of engagement. As a consequence, the director concluded that ‘‘at the moment, I don’t think I would fulfil a large capacity order properly, fearing that trying to do so could ‘destroy our reputation’. Here we can see the interplay between the market and the firm’s resource context, with the organisation’s strategic choice being based primarily on the perceived trade-off associated with competing and its lack of supply capacity; a logic of choice not based solely on external influences (Edwards et al 2006 2010; Kloosterman 2010). 
In contrast, ‘aspiring’ firms showed a positive interest in future engagement as their knowledge of public procurement opportunities, practices and processes had been slowly evolving; to a certain extent they also had what can be described as threshold resources and capabilities. At the same time they were, however, concerned with the liability of newness and the lack of a track record.  For instance, a technical firm which installs and services gas boilers and central heating system reported that it had faced difficulties in tendering and winning public sector contracts, citing underdeveloped human capital, lack of track record in supplying larger organisations, weaknesses in tendering, and unawareness of public sector opportunities as the reasons why it had failed to make any successful bids. That said, its interest in engagement revived following the intervention provided by the S2P Project, a finding which has important policy implications.
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 Turning finally to ‘engaged organisations’, these were characterised by a proactive and positive attitude towards engagement in the public sector market due to their perceived ability to satisfy the constraints imposed by all the three contexts.  This finding supports Reijonen et al’s (2014) study which established a link between entrepreneurial orientation (innovation, proactivity, and risk taking) and SMEs participation in public procurement.  A close examination of the data shows that this group of organisations had in place the required resources and capabilities; knew the public sector market in relation to their specialisation or socially-oriented goals; were able to understand the tendering process and its requirements or were able to draw external support when dealing with the procurement process. The social enterprises questioned were generally found to be more proactive than other organisations and had been able to secure public sector contracts either through delivery of contracted-out public services to local communities or by applying for funding for socially-oriented projects.  The fact that these organisations seem to have been better able to deal with the demands of the market was predominantly due to their resources (networking, human capital, work experience, etc.); to their ability to deliver knowledge intensive, value adding services; and to their understanding of the tendering process and its requirements. In short, being engaged was central to their raison d’être and this was the key driver where attitudes to trade-off taking were concerned.   
Conclusions
The main conclusions of this study are that small firms’ engagement/non-engagement choices vis-a-vis the public sector market are an outcome of the variably intertwined interactions of the institutional environment, the market and firm resource contexts and that these factors do not have an equal level of influence across firms. For some firms, resource availability/constraint was the main reason for their decision to engage or not to engage, for others both the market and the resources contexts together played a part in decision making. Further, for other firms, their strategic choice was shaped by a ‘rational’ assessment of the perceived trade-off of tendering followed by the perceived lack of capacity and the degree of market institutionalisation. So the identification of four groups of small businesses – ambivalent, timid, aspiring and engaged – revealed how the subtle inter-relations between contextual factors shaped their engagement choice. The study findings, we believe, have a number of implications for theory, management/business practice and policy.
Theoretically, this study has developed the work of Edwards et al (2006) by focusing on the public sector market context. It has identified the discriminating attributes of each group of firms along the structural constraints of institutional, market and firm contexts.  The findings have also shown how each and every small firm’s strategic choice for engagement or non-engagement in the market is a function of the subtle interplay between managerial agency and various structural variables. If we consider the cognitive underpinning of managerial discretion as shaping a firm’s behaviour and actions, then the generally taken-for-granted view about the deterministic nature of firm size may be questioned. Although many studies and surveys show  firm size is positively related to SMEs participation in the public procurement (e.g., GHK 2010, Karjalainen & Kemppainen 2008; Flynn et al 2015), this study finding provide a unique insight into the critical importance of  developed capabilities of underrepresented smaller suppliers. In this study, for example, we observed a number of newly set-up micro firms (with no- to a few employees) being able to supply public sector organisations with customised or knowledge intensive services even though they were facing similar contextual constraints as the rest of organisations in our study. This finding thus suggests the significance of developed capabilities with a positive and proactive attitude and willingness to take a calculated decision when tendering for public sector contracts.  Regarding the question of the significance of a firm’s resource base, the study extends the works of Ram et al (2011) and Woldesenbet et al (2012) by providing empirical evidence on the table stakes and the dynamic capability base required to operate in the public sector market. Both social and human capital along with sector- and product-specific knowledge were found to be key enablers of those small firms who were able to engage with the public sector, whereas for others the underdevelopment of such strategic resources acted as constraints on breaking-into this market.  
Our findings support the market failure argument (Storey, 1999) whereby the fear and ambivalence generated by tendering for public sector contracts appears to be linked to small firm concerns over the trade-offs involved and to the failure to realise the potential benefits of engagement in the public sector market. This is indicative of inadequate access to information, not least information relating to the procurement process and the obligatory legal requirement which have been shown to be major barriers to engagement (GHK 2010; Nicholas and Freuhmann 2014). One of the key lessons to be drawn from the study is the pragmatic relevance of the intervention provided by the S2P project, by (1) providing business support for potential small suppliers which helped to sensitise them to public procurement opportunities and build some threshold capacity (2) emphasising the need to streamline and simplify the public procurement processes by the participating local authorities and other public sector organisations. The findings indicate how customised, tailored and firm-specific intensive business support not only provided relevant information on the public sector procurement process, but also encouraged and helped to change the mind-set of the then ambivalent firms to become aspirant and the aspirant to become engaged. This means that a firm’s movement from low confidence to higher confidence and from a reactive to a proactive attitude to engagement, could, to some degree, be achievable with the right kind of business support policy framework.
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Profile of under-represented businesses
Organisations
Age of the firms	Sectors	Educational level	Ownership 
0 -4	11	Business Services	7	Secondary	5	Sole trader	4
5 -9	4	Social enterprises	5	Diploma	3	Plc.	11
10-14	3	ICT	2	Degree	8	Not for-profit	5








Contextual influence on the confidence for engagement
	Timid	Ambivalent	Aspiring	Engaged
Goals	Autonomy, necessity, life style	Making money, independence, use their skills	Growth oriented	Growth-oriented; making a difference
Knowledge of public procurement(pp) processes and practices	No	No	Emergent 	Yes 
Information about PP opportunities 	No	Very limited 	Limited 	Yes 
Knowledge of the PS market – products, services	No	No	Limited 	Sufficient 
Perceived market competitiveness	 Fierce, cutthroat	Fierce, ‘closed’	Challenging  but enactable	Enactable   
Resources and Capabilities 	Very constrained 	Constrained 	Partly developed	Developed 
Liability of newness	No 	Few 	Few 	1 (Y); 3 (No)
Track record in supply	No 	No 	Yes/no 	Yes 
Perceived level of trade-off 	Extreme 	High -concern with ‘wrongful’ decisions	Moderate 	Average,  takes calculated trade-off
Strategic Choice for engagement	No 	low 	moderate 	high 
Examples	Mfg2, Food1, BS3	Mfg1, ICT2	BS1,ICT1, BS4	SE1,SE2

























The institutional context 







	Work experience in public sector
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